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PREFACE 

Many  people  --  farmers,  legislators,  congressional  staff,  lobbyists,  new 
employees  of  USDA  and  of  the  food  and  fiber  industry,  and  the  interested 
public  --  look  for  a  quick  way  to  understand  farm  policy,  both  domestic 
and  foreign.  This  series  of  booklets  ( listed  on  the  back  cover)  is  ad- 
dressed to  that  wide  audience  and  is  intended  as  an  introduction  to  the 
key  concepts. 

The  booklet  is  meant  to  work  like  an  informal  briefing,  made  with  a  series 
of  overhead  transparencies.  Each  page  contains  a  "screen"  of  illustrative 
material,  accompanied  above  and  below  by  "instructor's  comments"  -- 
followed  by  a  question  to  the  reader.  The  answer  to  each  question  will  be 
found  on  the  next  page. 


This  booklet  is  based  on  materials  supplied  by  William  T.  Coyle  of  the 
Economic  Research  Service  of  the  U.S.  Department  of  Agriculture.  It 
was  prepared  by  William  J.  Hudson  (The  ProExporter  Network, 
Maumee,  Ohio),  under  contract  with  the  Economic  Research  Service. 


Japanese  agricultural  policy  is  the  product  of  a  special  mix  of  geography, 
culture,  technology,  economics,  and  politics.  Here  we  have  selected  two 
important  sectors,  rice  and  beef,  to  typify  the  whole. 


OUTLINE  OF  THE  BRIEFING 


1 .   Japan's  geography,  diet,  and  politics. 


2.  Japan's  rice  policy. 

3.  Japan's  beef  policy. 

4.  United  States  -  Japan  Beef  Agreement 
(Trend  of  the  future?) 
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Japan  is  an  island  country  populated  many 
centuries  ago.  Its  people  have  always  been 
driven  to  seek  greater  security  of  resources, 
especially  food. 

Question.  Compare  Japan  with  the  United  States.  How  many  people  live 
in  each  country,  and  on  how  much  landff 


r                                                                    > 

;::::: 

GRAPHIC  COMPARISON  OF  JAPAN  AND  THE  UNITED  STATES 
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Japan  has  1/Z  as  many 
only  1/23  as  much  land. 

people  as  the  United  States  but 

Question.  How  do  Japans  -farms  compare  in  size  and  number  with  those 
of  the  United  States? 

Japan  has  about  twice  as  many  farms  as  the  United  States,  crowded  onto 
a  cropland  area  1/38th  as  large.  Atany  of  the  small  Japanese  farms  are 
operated  by  part-time  farmers. 
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POPULATION  AND  AVAILABLE  CROPLAND 


Item 

Japan 

(An  island 

country) 

United  States 

(A  continental 

country) 

Population  (million) 

121 

239 

Land  area  (million  hectares) 
of  which, 
Cropland 

38 
5 

937 
190 

Persons  per 
cropland  hectare 

24 

1.2 

Average  farm  size  (hectares) 


1.3 


185 


:. 
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About  H  million 
very  small 
farms. 


About  Z  million 
large  farms. 


Question.  How  would  you  suppose  that  Japan  and  the  United  States 
differ  in  terms  of  what  their  farms  produce? 


Japan's  -farms  produce  proportionately  much  more  rice  than  US.  farms. 
The  United  States  produces  relatively  more  other  grains  and  livestock 
products. 
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FARM  PRODUCTION  BY  SHARE  OF  VALUE,  1988 
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crops         products 


Question.  How  do  Japan  and  the  United  States  differ  in  terms  of  food  at 
the  consumer  level?  Which  nation  consumes  more  calories? 


In  Japan,  the  daily  per  capita  caloric  intake  is  Z.600,  compared  to  "5500  in 
the  United  States. 


TOTAL  DAILY  CALORIES,  1987 
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Quest/on.  Which  -foods  in  particular  are  consumed  less  in  Japan  than  in 
the  United  States? 


Atac/i  less  fruit  and  livestock  products  (such  as  meat  and  milk)  are  con- 
sumed in  Japan  than  in  the  United  States.  However,  the  Japanese  con- 
sume more  grains,  vegetables,  -fish,  and  eggs. 
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FOOD  CONSUMPTION  PER  PERSON  PER  YEAR,  1987 


Japan 


□  United  States 


Vege- 
tables 


Fruits 


Meats     Fish  and     Eggs        Fluid       Sweet- 
shellfish  milk        eners 


Question.  How  do  food  prices  compare  between  Japan  and  the  United 
States? 


While  care  must  be  exercised  in  making  cross-country  comparisons  be- 
cause of  quality  differences,  food  prices  are  generally  higher  in  Japan 
than  in  the  United  States. 


FOOD  RETAIL  PRICES,  1987 
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Question.  As  described  in  the  past  few  pages,  the  Japanese  and  US.  food 
systems  differ  in  terms  of  size  and  number  of  farms,  food  consumption  and 
types,  and  food  prices.  Name  one  further  factor  by  which  the  two  coun- 
tries' systems  differ. 


Japan  relies  much  more  heavily  on  imports  of  basic  foods  than  does  the 
United  States. 
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DIFFERENCES  BETWEEN  THE  JAPANESE 
AND  U.S.  FOOD  SYSTEMS 

1.    Smaller  farms,  more  part-time  farmers,  and  greater 


political  protection  for  Japanese  farmers. 


2.    Higher  food  prices. 


3.    Lower  per  capita  caloric  intake. 


4.    Greater  dependence  on  food  imports. 


Key  factor  since  1961.  "Politicians  appeal  to  the  food 
security  concerns  of  Japanese  voters  to  keep  domes- 
tic food  prices  up,  restrict  trade,  and  promote  food 
self-sufficiency. 


Question.  How  has  the  Japanese  diet  changed  over  the  past  30  years? 


Livestock  product  consumption  has  grown  dramatically.  "Rice  consumption 

has  fallen. 
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MAIN  FOODS  IN  THE  JAPANESE  DIET 
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Year          Meat           Eqqs           Dairy            Fish            Rice           Wheat 

Kilograms  per  capita  per  year 

1960 

5                  5                 22 

28 
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26 

1985 

25                15                67 

36 

75 

32 
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one-third. 

Questions.    (1)  What  has  led  to  such  large  increases  in  meat,  eggs,  and 

dairy?  (2)  Why  at  the  same  time  has  rice  consumption  -fallen? 

The  changes  in  Japanese  diet  have  been  driven  by  income  growth  and  by 
changes  in  relative  prices.  Let's  look  -first  at  income  growth. 
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REAL  GROWTH  IN  JAPANESE 
GROSS  DOMESTIC  PRODUCT 


Years 

Percent  per  year 

1960-65 

12.6 

1965-70 

12.0 

1970-75 

5.2 

1975-80 

4.6 

1980-85 

4.0 

Growth  in  income  has  led  to  a  declining  share  of 
-family  income  spent  on  total  -food,  but  a  rising 
share  spent  on  meat  and  -fish,  and  on  food  con- 
sumed outside  the  home. 

Questions.    How  have  relative  prices  of  food  in  Japan  changed  over  the 
past  30  years,  and  how  has  this  affected  what  foods  are  consumed^ 
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Compared  to  all  prices,  the  prices  of  most  livestock  products  (except  beef) 
have  declined,  encouraging  the  Japanese  to  eat  more  meat.  "Real  fish 
prices  have  increased. 
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JAPANESE  RETAIL  PRICE  INDEXES 


Year       Rice       Beef       Pork     Chicken     Fish         All  All 
food       prices 


1960        100         100         100         100         100         100         100 
1988      I  382  I       647         227         217         1166         506  489 


The  price  of  rice  has  risen  less  than  beef  but  much 
more  than  pork  and  chicken. 


Question.    What  caused  the  rise  in  Japan's  rice  price,  a  shortage  of  pro- 
duction or  a  specific  set  of  farm  policies! 
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Japans  rice  price  is  kept  high  by  government  policy. 


r 


THE  HISTORICAL  ROOTS  OF  JAPAN'S  RICE  POLICY 

Politics,  Price,  and  Technology 


1 .  At  the  end  of  World  War  II,  rice  was  scarce  and  consumer  demand  went  unfilled. 

But  the  government  kept  the  price  of  rice  low  to  keep  consumers  satisfied  and  to 
prevent  a  need  for  raising  workers'  wages  that  might  have  hindered  economic 
progress. 

2.  Farmers  improved  yields  as  a  result  of  land  reform  and  increased  use  of  fertilizer, 
and  demand  was  filled.   Urban  incomes  improved  more  rapidly  than  farm  in- 
comes. Low  rice  prices  led  to  lagging  farm  incomes. 

3.  Farmers  demanded  better  income  and  succeeded  in  getting  a  new  farm  law  which 
raised  rice  prices. 

Higher  prices  led  to  more  production,  less  consumption,  the  appearance  of 
surpluses,  and  the  need  for  supply  management. 


On  the  next  page,  the  chart  shows  the  timing  of  this  process  and  gives 
■further  details  of  the  politics. 
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HOW  JAPAN  CAME  TO  PRODUCE  SURPLUS  RICE 


Decade 


1940s 


1950s 


1960s 


1970s 


1980s 


Rice 

availability 


Politics  and 
economics 


Imports 
required 


Food  Control  Law  (1942):  Government  buys  rice 
from  farmers,  holds  stocks,  sets  consumer  price  (low). 


After  war,  rice  yields  rise  because  of  land  reform  and 
greater  use  of  fertilizers  and  other  inputs. 

During  1950s,  government  sets  farm  price  low,  gives 
farmers  production  quotas.  Farm  incomes  suffer. 


Basic  Agricultural  Law  (1961),  with  goal  of  improving 
farm  incomes.  Main  mechanism: 


Raise  rice  price. 


t 

Surplus 


Demand  for  rice  declines 

and  consumers  want  other  foods. 

Surplus  reduction  and  disposal  programs  for  rice, 
including  acreage  diversion,  export  subsidy, 
and  livestock  feed  use  subsidy. 


Surplus  reduction  programs  continue. 
Demand  continues  to  fall 


Surpluses  result  -from 
high  price  policy. 


Question.  How  does  the  Japanese  rice  price  compare  with  world  rice 
price? 
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As  shown  below,  the  Japanese  producer  price  -for  rice  grew  eventually  fo 
many  times  the  world  price.  "Rice  in  Japan  is  different  in  quality  from  the 
rice  used  as  a  measure  of  the  world  price;  but  even  so,  a  huge  price  gap 
remains. 
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JAPAN  PRODUCER  PRICE  OF  RICE 
VS.  WORLD  TRADE  PRICE  (THAI) 


•■-  Japan  producer    -0-  Thai  export 


1960 


1965 


1970 


1975 


1980 


1985 


The  Bos  ic  Agricultural  Law  of  1961  (which  began  then  to  raise  rice  price) 
showed  the  political  power  of  farmers.  Farmers  had  disproportionate 
representation  at  the  polls  because  political  voting  districts  reflected 
population  distribution  immediately  after  WWII,  and  did  not  change  sig- 
nificantly even  after  much  of  the  rural  population  had  gone  to  the  cities. 

Question.  What  happens  to  the  production  of  a  commodity  as  the  price 
rises? 
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In  a  free  market,  a  rise  in  price  will  be  followed  by  a  rise  in  production,  a 
decline  in  consumption,  and  a  rise  in  stocks,  until  the  surplus  forces  the 
price  down.  In  the  case  of  Japanese  rice,  shown  below,  the  behavior  of 
administered  prices  and  stocks  is  independent  in  the  short  run.  Over  a 
period  of  years,  however,  persistently  large  surplus  stocks  induce  the  gov- 
ernment to  lower  the  price. 


JAPAN'S  RICE  STOCKS  VS.  REAL  PRICE 

Million  mt  (milled)  Price,  1 ,000  1975 
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3asic  Agricultural  Law. 


Question.  In  the  above  graph,  what  would  you  guess  caused  the  decline  in 
rice  stocks  during  the  years  1970  to  1913,  and  again  in  1919  to  19&3? 
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The  stocks  of  rice  declined  in  the  years  1910-13  and  1919-83  because  oi 
two  new  elements  to  the  government's  rice  policy,  land  diversion  and 
surplus  disposal.  When  the  government  was  confronted  with  a  surplus  of 
rice,  it  tried  both  to  reduce  production  and  to  increase  consumption.  In 
the  early  1980s,  several  successive  years  of  bad  weather  also  greatly 
helped  to  reduce  stocks. 
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BASIC  MECHANISMS  OF  JAPANESE  RICE  POLICY 

1 .  A  pricing  policy,  beainnina  in  1 961 .  to  raise  and  maintain  farm 
incomes  at  levels  comparable  with  nonfarm  incomes  and,  later  in 
the  early  1 970s,  to  adjust  consumer  prices  to  encourage  greater 
consumption  of  rice  and  less  of  imported  wheat. 

2.  A  diversion  program,  beainninq  in  1 969.  to  reduce  rice  acreage 
and  production  and  to  increase  the  production  of  other  crops. 
Payments  are  made  on  the  area  diverted. 

3.  A  surplus  disposal  program,  beainnina  in  1 971 .  to  reduce  rice 
stocks  through  increased  exports  and  alternative  uses  ( animal 
feeds  and  industrial  uses). 

1                                                                                                     J 

The  previous  four  pages  have  dealt  with  Japans  rice  pricing  policy.  We 
will  now  turn  to  the  diversion  program  and  then  to  the  surplus  disposal 
program. 
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Japan  has  paid  farmers  to  divert  about  one-fourth  of  its  rice  land  to 
other  crops. 


JAPAN'S  RICE  DIVERSION  PROGRAM 

Percent  of  total 


Diverted  area,  1 ,000  ha 
800  -r 


rice  area 

-r  30 


1971      1973      1975      1977     1979      1981      1983      1985      1987 


The  first  of  four  major  diversion 
programs  was  begun  in  1911.  and 
a  diversion  program  is  still  in 
force  today. 


Question.  What  was  the  land  diverted  from  rice  production  used  for? 
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The  diverted  rice  area  went  to  crops  which  were  being  imported  in  large 
amounts. 


r 


USE  OF  DIVERTED  RICE  AREA  IN  1985 


Other  (includes  sugar 
beets,  fruits  and  nuts, 
tobacco,  etc.) 


Soybeans 


Wheat  &  barley 


Forage 


Vegetables 


Question.  What  ways  did  the  government  use  to  get  rid  of  the  rice  sur- 
plus? 
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The  three  main  avenues  to  reduce  the  remaining  rice  surplus  were  indus- 
trial use,  feed,  and  exports.  "Rice  would  not  normally  be  used  as  an  animal 
■feed,  because  it  is  far  more  valuable  for  direct  human  food  consumption. 
And  historically.  Japanese  rice  was  priced  out  of  the  world  market.  To 
export  surplus  rice,  the  Japanese  government  subsidized  its  sale  at  pre- 
vailing free  market  prices. 
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SURPLUS  RICE  DISPOSAL  PROGRAMS 

Year 

Industrial 

Export 

Feed 

use 

use 

use 

1 ,000  mt 

1969 

0 

432 

0 

1970 

88 

756 

252 

1971 

234 

799 

1474 

1972 

240 

372 

1254 

1973 

276 

427 

480 

1974 

0 

268 

0 

1979 

266 

867 

0 

1980 

264 

753 

0 

1981 

261 

714 

192 

1982 

214 

346 

829 

1983 

334 

378 

606 

v 

Two  main  periods.  1969 -1H  and  1919-83.  saw 
alternative  uses  of  rice  grow  significantly,  to  as 
much  as  5  to  20  percent  of  production. 


Question.  How  large  a  share  of  world  rice  trade  did  (subsidized)  Japa- 
nese rice  exports  gain? 
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At  two  different  times.  Japanese  subsidized  rice  exports  were  between  5 
and  10  percent  of  world  trade. 
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JAPANESE  RICE  EXPORTS 

Million  mt  (milled)  Percent  of  world  trade 
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In  1980.  Japan  agreed  to  limit  rice 
exports,  in  response  to  an  anti-dumping 
trade  action  by  the  United  States. 


Question.  Is  Japanese  rice  policy  changing? 
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Japan  is  beginning  to  make  small  changes  in  rice  prices,  lowering  its  pro- 
curement (producer)  price  by  about  6  percent  in  1981  and  H5  percent  in 
1988.  "Resale  (wholesale)  prices  were  raised  more  rapidly  during  1915-85, 
thus  reducing  budgetary  outlays.  Japan  still  heavily  protects  its  rice 
sector  with  a  virtual  ban  on  imports. 
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JAPANESE  RICE  PRICES  AS  SET  BY 
GOVERNMENT 
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"Deficit  is  paid  by  Japanese 
Food  Control  Account. 


In  1986  and  1988,  the  American 
"Rice  Millers'  Association  filed 
complaints  against  Japan's 
ban  on  rice  imports. 


Question  How  do  the  different  price  levels  set  by  the  Japanese  govern- 
ment work? 
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In  1986,  about  one-third  of  all  Japanese  rice  was  bought  by  the  govern- 
ment (procurement  price),  sold  "for  a  slightly  lower  price  (resale  price),  and 
then  marked  up  for  the  consumer  (retail  price).  Today,  the  resale  price  is 
slightly  higher  than  the  procurement  price. 
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JAPANESE  RICE  PRICE  STRUCTURE,  1986 
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A  large  part  of  Japanese  rice  is  used  on-farm  or 
marketed  outside  of  official  channels.  Some  rice 
sold  outside  of  government  channels  is  eligible  for 
a  "voluntary  marketing  subsidy." 

Question  Who  pays  the  cost  of  the  Japanese  rice  control  policy! 
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The  Japanese  citizen,  as  consumer  and  as  taxpayer,  pays  the  bill  for  the 
government's  rice  policy. 
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COST  OF  JAPAN'S  RICE  POLICY 


Transfer 


Average 
1982-86 


Transfers  paid  through  the  budget: 
Voluntary  marketing  subsidy 
Insurance  subsidies,  input  assistance,  etc. 


113      Bil¥ 
399      Bil  ¥ 


Transfers  paid  by  consumers  through 
higher  prices 

Total  policy  transfers 


2,621 

Bil  ¥ 

3,133 

Bil  ¥ 

:»¥ 


About  $  1H  billion,  at  the  exchange 
rates  of  the  period. 


Question.  How  large  is  the  policy  cost  shown  above  compared  with  the 
market  value  of  the  rice  itself? 
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The  rice  policy  costs  are  88  percent  of  the  value  of  the  crop  to  -farmers, 
as  shown  below.    The  percentage  is  calculated  by  comparing  "total  policy 
transfers"  with  the  crop's  "value  to  producers."  (The  crop's  value  to 
producers  includes  direct  payments  by  government) 


JAPAN  RICE  POLICY  COST 
VS.  VALUE  OF  THE  RICE  CROP  (1982-86) 


Item 


Japan 


Production 
Price  paid  by  market 
Revenue  from  market 

Direct  payments  by  government 
Value  to  producers 

Total  policy  transfers 

Producer  subsidy  equivalent  (PSE) 


11.2  Milmt 

x307  ¥/kg 

3,436  Bil  ¥ 

113  Bil  ¥ 


3,549      Bil  ¥ 
3,133      Bil  ¥ 


88% 


77i/s  figure  simply  says  that  3.733  billion  yen  is  88  percent  of 
35H9  billion  yen.  The  figure  means  that,  in  the  case  of 
Japanese  rice,  the  producer  subsidy  is  equivalent  to  88%  of 
the  value  of  the  crop  to  producers. 

Question.  How  does  the  degree  of  Japanese  price  support  for  rice  com- 
pare with  similar  policies  in  the  United  States? 
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The  US.  rice  policy  differs  from  Japans.  The  "Producer  Subsidy  Equiva- 
lent (PSE)  method  shows  that  US.  policies  amount  to  H5  percent  of  pro- 
ducer value. 


Production 
Price  paid  by  market 
Revenue  from  market 

Direct  payments  by  government 
Value  to  producers 


11.2 

1395 

15,624 

514 
16,138 


Mil  mt 
$/mt 
Mil  $ 

Mil  $ 
Mil  $ 


5.3 
176 


Milmt 
$/mt 
933      Mil  $ 

594      Mil  $ 

1,527       Mil  $ 


Total  policy  transfers 

14,241 
88% 

Mil  S 

691 

Mil  $ 

Producer  subsidy  equivalent  (PSE) 

45% 

The  United  States  also  sup- 
ports the  price  of  rice  and 
diverts  area  from  production 
due  to  excess  supplies. 

Question.  How  does  the  cost  of  Japans  rice  policy  compare  with  the 
costs  for  other  aspects  of  its  agricultural  policy? 


25 


The  cost  of  Japan's  rice  policy  is  more  than  all  of  its  other  agricultural 
policies  put  together. 


JAPANESE  AGRICULTURAL  POLICY  COSTS 

Billion  US$,  1982-86  average 


Wheat,  1.1 


Rice,  14.2 


Sugar,  0.8 


Milk,  2.9 


Beef,  2.1 


Pork,  1 .9 


Chicken  &  other, 
0.8 


Question.  What  effect  has  Japan's  rice  policy  had  on  the  makeup  of 
agricultural  income  in  Japan  over  the  past  30  years? 
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Despite  heavy  protection.  Japans  total  agricultural  production  has  de- 
clined since  I960,  as  resources  have  shifted  out  of  agriculture.  Cultivated 
area  declined  72  percent  from  1960  to  1981. 
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JAPAN'S  FARM  PRODUCTION  BY  SHARE  OF  VALUE 


1960     □  1988 


Rice 


Other  grain      Industrial       Livestock 
crops  products 


Vege- 
tables 


Fruits 


Other 


Income  from  rice  shrank,  while  income  from  livestock  production  rose. 


Questions.  (1)  Is  Japan  self-sufficient  in  rice?  (Z)  Is  Japan  self-sufficient 
in  coarse  grains? 
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"Despite  its  declining  role,  rice  remains  very  important  in  Japans  diet  and 
to  its  agriculture.   Kice  self-sufficiency  has  been  maintained  at  near  100 
percent. 


Percent 
140  t- ... 


JAPANESE  SELF-SUFFICIENCY 


-■-  Rice 


■^  Coarse  grains 


100  ^«S^-W^:V 7*-^ 

so  i V -r-- 


1960 


1965 


1970 


1975 


1980 


1985 


Domestic  feed  supplies,  which  are  inadequate  to  support  expansion  of 
livestock  production,  have  been  supplemented  by  imports.  Imported  feed- 
stuffs  have  been  relatively  free  of  border  restrictions.  This  is  not  the 
case  with  imports  of  finished  livestock  products. 

Questions.    What  are  the  differences  between  beef  prices  and  beef 
consumption  in  the  United  States  and  Japan! 
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3ecf  is  much  more  expensive  in  Japan  than  in  the  United  States,  and 
much  less  is  consumed  in  Japan. 


BEEF  IN  JAPAN  VS.  THE  UNITED  STATES 

(Compares  medium  grade  dairy  beef  in  Japan  with  USDA  Choice) 


Price,  $/lb 

5  T 


4  -- 
3  -- 
2  -- 
1  -- 

0 


$5/lb 


7  kg/yr 


$1/lb 


Consumption,  kg/yr 

T50 
48  kg/yr 

--45 

--40 

--35 

--30 

--25 

--20 

--15 

--10 

--5 

0 


Japan 


United 
States 


H 


Even  though  Japans  income  per  person  is 
about  the  same  as  in  the  United  States,  beef 
consumption  is  one-tenth.  This  is  explained  in 
part  by  Japanese  prices,  which  are  5  times 
higher. 


Question  What  keeps  beef  prices  so  high  in  Japan? 
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Beef  is  much  more  expensive  in  Japan  largely  because  production  is  more 
costly,  imports  are  restricted  by  auotas,  and  the  marketing  system  is 
layered  with  more  intermediaries. 


BEEF  IN  JAPAN  VS.  THE  UNITED  STATES 


JAPAN 


UNITED  STATES 


Production 


Production 


Imports 


Imports 


Production  by  1/H  million  farms, 
9  to  10  cattle  per  -farm.  Farmers 
seek  protection  from  imports. 


Production  by  1/Z  million 
farms.  10  to  WO  cattle  per 
farm.    Farmers  seek 
greater  export  markets. 


Question    3y  what  mechanisms  does  Japan  protect  its  beef  producers? 
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Japan  uses  three  interrelated  policy  mechanisms  to  protect  its  beef  pro- 
ducers: "Price  support,  import  quotas,  and  import  tariffs. 
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BEEF  IN  JAPAN 


$/lb  wholesale 
5.00  T 

4.50  -- 
4.00  -- 
3.50  -- 
3.00  -- 
2.50  -- 
2.00  -- 
1.50  -- 
1.00  -- 
0.50  -- 
0.00 


Price 


Japan 


Production 


Wholesale  beef  prices  are  main- 
tained between  floor  and  ceiling 
prices  by  the  Livestock  Industry 
"Production  Corporation,  a  state 
agency. 


Imports  are  limited  by  a  quota 
system.  Import  prices  are  also 
raised  by  ad  valorem  taxes, 
which  apply  a  percentage  duty 
to  the  value  of  imports. 


Question.    How  much  can  administered  beef  prices  vary? 


31 


Japan's  beef  price  policy  is  designed  to  keep  prices  relatively  stable  and 
at  a  high  level.  The  mechanism  used  to  do  this  is  a  complex  -formula  based 
on  production  costs  and  average  prices  for  the  previous  1  years.  Feeder 
cattle  prices  are  also  supported. 
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BEEF  PRICE  STABILIZATION  MECHANISM 
by  Livestock  Industry  Promotion  Corporation  (LIPC) 

Wagyu  (high-quality  Japanese  beef) 


When  the  wholesale  price  drops  below 
the  floor  price,  the  UPC  suspends 
sales  of  imported  beef,  producers  store 
surplus  at  LIPC  expense,  and  the  LIPC 
stores  surplus  itself. 


When  the  wholesale  price  rises 
above  the  ceiling.the  LIPC  re- 
leases domestic  and  imported 
beef  stocks  to  the  market. 


Question.  What  have  been  the  trends  in  Japans  beef  imports? 
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Japan  imported  an  insignificant  portion  of  its  beef  until  the  mid-19!0s. 
The  imported  portion  is  now  over  30  percent  and  rising. 
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JAPAN'S  BEEF  PRODUCTION  AND  IMPORTS 


H  Domestic  production 


1990 


Sharp  beef  price  declines  in  1913,  along  with  increases  in 
feed  grain  prices,  led  to  a  ban  on  beef  imports  in  most  of 


Question.  What  actions  has  the  United  States  taken  to  help  open  Japans 
market  for  beef  imports? 
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US.-Japanese  discussions  on  beef  import  restrictions  date  to  the  1960s. 
Understandings  were  reached  in  191S,  19&H,  and  most  recently  in  June  of 

mi. 


— n 


1 ,000  mt 
600  -r 


JAPAN'S  BEEF  IMPORT  QUOTAS 


No  quota  restrictions 


imffliimffin 1 1 1 1 1 

1980        1982        1984        1986        1988        1990        1992        1994 


Japan  agreed  to  increase  its  import 
Quotas  sharply  in  the  late  1980s,  and  then, 
in  1991.  to  drop  the  Quota  altogether. 


Question.  With  no  import  Quota,  wont  prices  fall  dramatically  and  con- 
sumption and  imports  rise? 


34 


Yes.  consumption  and  imports  will  likely  rise,  but  Japanese  beef  production 
will  be  protected  to  some  extent  by  a  tariff  and  other  compensation. 


JAPAN'S  BEEF  IMPORT  QUOTAS 
AND  IMPORT  TARIFFS 


Quotas,  1 ,000  mt 
600  -r 


Tariffs,  % 
-r70 


1980       1982       1984       1986       1988       1990       1992       1994 


Japan  has  agreed  to  convert  its  import  quota  to 
an  import  tariff  in  1991,  which  will  then  be  gradu- 
ally reduced.  After  1993.  any  reduction  will  be 
undertaken  in  the  context  of  the  GrrTTT. 

Question.  An  agreement  similar  to  the  one  for  beef  was  reached  for 
citrus.  "Does  this  signal  a  substantial  reduction  of  Japanese  protectionism  in 
the  future,  and  greater  US.  agricultural  exports  to  Japan! 
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Changes  in  Japanese  agricultural  policies  have  been  very  slow,  but  the 
beef  and  citrus  agreements,  together  with  recent  small  price  reductions 
in  rice,  are  encouraging. 
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FORCES  FOR  CONTINUED  CHANGE 

Income  and  population  growth,  together  with  very  limited  land 
resources. 

Demographics  (younger  voters  who  did  not  experience  directly 
the  food  shortages  during  and  immediately  after  World  War  II 
are  likely  to  question  government  support  for  agriculture  more). 

Urban  population  ties  with  the  countryside  are  weakening. 

Competition  for  land  and  water  resources  (land  and  water  now 
used  for  subsidized  rice  are  needed  by  cities). 

Foreign  pressure. 

The  appreciation  of  the  yen  makes  agricultural  protection  more 
costly. 


Japanese  agricultural  policy  is  woven  into  the  country's  entire  culture. 
This  simplified  treatment  of  rice  and  beef  is  meant  only  as  an  introduction. 


For  further  reading,  see  the  sources  listed  on  next  page. 
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ADDITIONAL  READING 

1 .  Coyle,  William  T.  "Government  Assistance  in  Japanese  Agriculture,"  East  Asia 
and  Oceania  Situation  and  Outlook  Report.  ERS,  USDA,  RS-87-2,  May  1987,  pp. 
58-69. 

2.  Coyle,  William  T.  The  1984  U.S.-Japan  Beef  and  Citrus  Understanding:  An 
Evaluation.  FAER-222.  USDA,  ERS,  July  1986. 

3.  Government  of  Australia,  Australian  Bureau  of  Agricultural  and  Resource 
Economics,  Japanese  Agricultural  Policies:  A  Time  for  Change.  Policy  Mono- 
graph No.  3,  Canberra,  1988. 

4.  Organization  of  Economic  Cooperation  and  Development.  National  Policies  and 
Agricultural  Trade.  Country  Studv:  Japan.  Paris,  1987. 

5.  USDA,  ERS,  Pacific  Rim  Agriculture  and  Trade  Report.  Situation  and  Outlook 
Series,  RS-89-3,  August  1989. 


Note  on  sources:  Pages  19  and  22  of  this  booklet  are  -from  reference  3 
above.  Other  pages  are  from  references  1  and  Z,  plus  additional  material 
furnished  by  William  T.  Coyle. 
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FARM  POLICY  BOOKLETS  FOR  SALE: 

The  Basic  Mechanisms  of  Japanese  Farm  Policy 
(MP-1478,  $5.50) 

The  Basic  Mechanisms  of  U.S.  Farm  Policy 
(MP-1479,  $6.50) 

Order  from  ERS-NASS:  Dial  1-800-999-6779.  Toll  free. 
VISA  and  MasterCard. 
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